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favorable fo the OS. OS-Japan tcaia relatione aro fa# 
approaebing a watershed with the intending announdOiiielll 
week of Japan's "action program" under the shadow of tbreallS 
Congressional retaliation. At the same time, Japan’f lfigr, 
debated decision whether to do away with its one*pefdii1||®|? 
GNP defense spending limit is coming to a critical jungihra, 
and Japan's consideration of SDI and military technology 
exchange with the US is also under close review. 


There is growing alarm in Japan, reflected in the private 
statements of officials and recent press reports, over the 
increasing prospects of Congressional trade retaliation. Many 
of the reports express serious concern that the US will begin 
soon to step up defense pressure in concert witn trade 
demands. There have been increasingly broader hints from 
pro-defense elements in Japan that the GOJ will soon replace 
the one-percent limit with a new limit based on a defenhi 
buildup plan, permitting much greater flexibility in the future 
allocation of funds for national security. None of the 
statements on the issue have been definitive, however, and 
there is reportedly strong resistance to the proposal from 
opposition parties and, more importantly, from within the LDP. 

A July 25 Tokyo Shimbun article, quoting a Japanese 
g vernment source, cited US administration pressure on Nakasone 
to replace the one-percent ceiling to give the executive branch 
a "weapon" to convince Congress and the American public of 
Japanese good faith. The report, though inaccurate, is a good 
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